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AICPA Names David M. Walker Outstanding CPA in Government

David M. Walker, Comp-troller General of the United States, is the recipient of the
AICPA 2002 Outstanding CPA in Government Award. The award recognizes CPAs
in government who have made significant contributions to increased efficiency and
effectiveness of government organizations and to the growth and enhancement of the
profession. The award was presented by Ernest Almonte, Chair of the AICPA
Members in Government Committee, at the AICPA’s 19th Annual National
Governmental Accounting and Auditing Update Conference in Washington, D.C.

Walker became the seventh Comptroller General and began his 15-year term when he
took his oath of office on Nov. 9, 1998. As Comptroller General, Walker is the
nation’s chief accountability officer and head of the U.S. General Accounting Office,
a legislative branch agency founded in 1921. The GAO’s mission is to help improve
the performance and assure the accountability of the federal government for the
benefit of the American people. Over the years, the GAO has earned a reputation for
professional, objective, fact-based and nonpartisan reviews of government issues and
operations.
The long tenure of the Comptroller General gives the GAO a continuity of leadership
and independence that is rare within government. Both elements help to allow the
GAO to consider long-range and cross-governmental issues and alert policymakers to
problems looming on the horizon, such as the growing burden of entitlement
programs or the nation’s deteriorating infrastructure.

Extensive Experience
Before his appointment as Comptroller General, Walker had extensive executivelevel experience in both government and industry. Between 1989 and 1998, he
worked at Arthur Andersen LLP, where he was a partner and global managing
director of the human capital services practice based in Atlanta. He served as a Public
Trustee for Social Security and Medicare from 1990 to 1995. Before joining Arthur
Andersen, Walker was Assistant Secretary of Labor for Pension and Welfare Benefit
Programs from 1987 to 1989 and, in 1985, was Acting Executive Director of the
Pension Benefit Guaranty Corporation. His earlier technical, professional and
business experience was with Price Waterhouse, Coopers & Lybrand and Source
Services Corporation, an international human resources consulting and search firm.
Walker serves as Chair of the U.S. Intergovernmental Audit Forum, the U.S. Joint
Financial Management Improvement Program and the Center for Continuous
Auditing. He is on the board of the International Organization of Supreme Audit
Institutions and various educational and not-for-profit entities. He is a Fellow of the
National Academy of Public Administration and an active member of various
professional public service and other organizations. Walker is also listed in Who’s
Who in the World and Who’s Who in America.
Walker is the author of Retirement Security: Understanding and Planning Your
Financial Future (John Wiley & Sons, 1996) and a co-author of Delivering on the
Promise: How to Attract, Manage and Retain Human Capital (Free Press, 1998). He
has also written numerous articles and opinion letters on a variety of subjects. Walker
is frequently quoted on a range of government and management issues and has been
the subject of several cover stories in various national, professional and governmental
journals.
Walker has a B.S. in accounting from Jacksonville University, a Senior Manage-ment
in Government Certificate in public policy from the John F. Kennedy School of

Government at Harvard University, and an Honorary Doctorate in Business
Administration from Bryant College.
Three New Members Appointed to FASAB

David Mosso, the Chairman of the Federal Accounting Standards Advisory Board,
has announced that the Secretary of the Treasury, the Director of the Office of
Management and Budget and the Comptroller General of the United States have
appointed three new members to five-year terms on the board. The new board
members will bring diversity of experience to the board deliberations. They are
drawn from financial auditing, financial management and investment decisionmaking backgrounds. The new board members are Joseph V. Anania Sr., Claire
Gorham Cohen and Alan H. Schumacher.
Anania was a member of the Financial Accounting Standards Board for eight years
following his retirement as a partner with Price Waterhouse LLP’s Audit and
Business Advisory Services. While at the FASB, he had lead roles working with the
Business Council, investment analysts associations and the American Bar
Association. He was instrumental in organizing and developing the FASB’s Business
Reporting Research Project, which resulted in three reports, including, Improving
Business Reporting: Insights Into Enhancing Voluntary Disclosures. Anania is a
member of the AICPA and the Pennsylvania Institute of CPAs. He graduated Summa
Cum Laude with a BBA from the University of Pittsburgh.
Cohen is a vice chairman at Fitch, Inc., a credit rating agency where she oversees
state and state agency ratings. She came to Fitch from Moody’s Investor Service,
where she was vice president and managing director for state ratings as well as a
chairman of the public finance department rating committee. Her career has spanned
virtually all aspects of the municipal market, as well as covering international
sovereign issuers. Cohen started her career at Dun & Bradstreet after receiving an AB
in government from Radcliffe College. She has served as chairman of the Municipal
Analysts Group of New York and on the Board of Governors of the National
Federation of Municipal Analysts. She is a member of the Governmental Accounting
Standards Advisory Council.
Schumacher was most recently Executive Vice President and Chief Financial Officer
of the American National Can Group, a $2.5 billion NYSE-listed manufacturing
company where he spent most of his career. He began as a senior internal auditor and
held positions of increasing responsibility throughout his career. He developed and
executed global financial strategies and directed all financial activities including

treasury, cash management, tax, accounting, finance and control, internal audit,
investor relations and risk management functions. In his early career, he worked for
three years as a senior auditor with Price Waterhouse LLP. He holds a BS in
accounting from the University of Illinois at Chicago, and an MBA from Roosevelt
University. He is a member of the Illinois Society of CPAs and the AICPA.
The appointment of these three members follows from a decision by the FASAB
Principals—the Secretary of the Treasury, the Director of the Office of Management
and Budget and the Comptroller General of the United States—to restructure the
board to provide for greater non-federal representation. The nine-member board will
now have six non-federal members and three federal members.
The change in membership enhances the independence of the board by creating a
supermajority of members who will not be responsible for implementing or auditing
against the standards and, therefore, who will be independent in fact and appearance.
The board’s principals believe that an independent body should promulgate generally
accepted accounting principles for federal reporting entities. The change ensures
independence while providing for a qualified and informed board to establish
standards that meet federal financial reporting objectives following due process
procedures.
The elimination of three federal positions on the board to allow for the increase in
non-federal representation will not diminish the ability of federal entities to
participate in the development of accounting standards. The board has wellestablished due process procedures that offer interested federal parties (for example,
financial officers, inspectors general and program managers) opportunities to
participate in development of standards by serving on task forces, testifying at public
hearings, commenting on board proposals and addressing issues and concerns to the
board. In addition to the existing due process procedures, the board is creating other
means for federal constituents to monitor board deliberations and offer input to the
board.
The board’s Web site now provides access to most briefing materials supporting its
open meetings. The board also plans to hold public agenda hearings to solicit input
on its projects and priorities for the future. Through these and other means the board
expects to have a process that ensures those previously represented on the board will
have adequate opportunity to offer input. These steps and the balance of federal
experience on the board ensure that any uniquely federal issues and concerns will be
raised and considered by the board in promulgating standards.
www.fasab.gov
GASB Issues Exposure Draft on Deposit and Investment Risk Disclosures

The Governmental Accounting Standards Board has published an exposure draft,
Deposit and Investment Risk Disclosures, that is intended to provide the public with
better information about the risks that could potentially affect a government’s ability
to provide services and pay its debts. The ED would amend GASB Statement No. 3,
Deposits with Financial Institutions, Investments (including Repurchase
Agreements), and Reverse Repurchase Agreements.
In reflecting on the impact of the proposed accounting Statement, GASB Project
Manager Randal J. Finden said, “All investments carry some form of risk and those
risks must be communicated to the public in financial statements. Deposit and
investment resources often represent the largest assets of governmental and fiduciary
funds. Proprietary funds also report significant deposit and investment balances.
These resources are critical to delivering governmental services and programs.”
Financial statement disclosures would cover deposit and investment risks. Credit risk
disclosures would include credit quality information issued by rating agencies.
Interest rate disclosures would include investment maturity information, such as
weighted average maturities or specification identification of the securities. For
investments that are highly sensitive to changes in interest rates—for example,
inverse floaters, enhanced variable-rate investments and certain asset-backed
securities—disclosures would indicate the basis for their sensitivity. Foreign
investment disclosures would indicate the foreign investment’s denomination.
Deposit and investment policies related to disclosed risks also would be disclosed.

A Complete Review
The GASB has begun a comprehensive review of existing accounting standards. Its
first project in this effort is the reconsideration of the existing requirements in
Statement No. 3, evaluating the ongoing usefulness of current requirements by taking
into consideration recent federal banking reforms. The custodial credit risk
disclosures of Statement No. 3 are being modified to limit required disclosures to
deposits and investments exposed to significant custodial credit risk. For example,
this includes deposits that are uninsured and uncollateralized and investments that are
held by the counterparty—or holder of a deposit or seller of an investment—such as a
bank in which the deposit is made.
The effective date of the standard would be for fiscal years beginning after June 15,
2004. The comment period concludes on Sept. 27, 2002.
The ED may be ordered from the GASB Order Department:
800/748–0659

2002 AICPA National Governmental Accounting & Auditing Update Conference

If you did not make it to the conference in Washington, D.C. on Aug. 26–27, you
still can attend in Denver on Sept. 24–25. The conference delivers insights into
the latest accounting and auditing developments, and specifically on how they
affect government. You’ll receive some timely guidance, along with practical
advice on how to handle new developments.
For additional information, visit CPA2Biz or call the AICPA Member
Satisfaction Center:
www.cpa2biz.com
888/777–7077
FAF Increases Its Independence Through Amended Trustee Appointment Process

At its July 23 trustee meeting, the Financial Accounting Foundation, which has
oversight, appointment and fundraising responsibilities for the Financial Accounting
Standards Board and Governmental Accounting Standards Board, voted to change its
certificate of incorporation and by-laws to increase the independence of its trustee
appointment process. The change is effective immediately.
The current FAF trustee appointment process is based on eight constituent
organizations that submit names of prospective trustees when their respective seats
on the FAF Board of Trustees open. The appointment of these nominees requires the
approval of the majority of those heading up the constituent organizations.
The change requires the trustees to consider up to two nominees from the constituent
organizations for each seat and for the appointment to be made by the trustees. The
new process will not affect the board’s composition or any seat’s experience or
credentials.

GAO Issues Q&A on New Independence Rules

On Jan. 25, 2002, the GAO issued an amendment to Government Auditing Standards
(1994 revision), Amendment No. 3, Independence, which substantially changed the
previous standard to better serve the public interest and to maintain a high degree of
integrity, objectivity and independence for audits of government entities. Although
the new amendment deals with a range of auditor independence issues, the most
significant change relates to the standards associated with non-audit or consulting
services.
Understandably, the GAO has received many inquiries about the new independence
standard due to its significant effect on auditors in connection with audits of federal
entities and funds and on those who have adopted or are otherwise required to use
Government Auditing Standards. Indeed, when the GAO issued the new standard, it
indicated that it planned to subsequently provide further guidance in the form of
questions and answers to assist in its implementation. Accordingly, the Q&A
responds to questions related to the independence standard’s implementation time
frame, underlying concepts and application in specific non-audit circumstances. In
making judgments on independence under Government Auditing Standards and
applying the independence standard’s principles and safeguards, audit organizations
should take a “substance over form” approach and consider the nature and
significance of the services provided to the audited entity—the facts and
circumstances. Before an audit organization agrees to perform non-audit services, it
should carefully consider the need to avoid situations that could lead reasonable third
parties with knowledge of the relevant facts and circumstances to conclude that the
auditor is not able to maintain independence in conducting audits. It is imperative
that auditors always be viewed as independent in fact and appearance.

New Effective Date
When the independence standard was issued, its provisions were to be applicable to
all audits for periods beginning on or after Oct. 1, 2002. Because of the breadth of
changes in the amendment and to allow additional time for the new independence
standard’s effective implementation, the GAO is extending its effective date to be
applicable to all audits for periods beginning on or after Jan. 1, 2003.
The GAO has found that some audit organizations affected by the new independence
standard, particularly smaller audit organizations and those in remote locations, may
not have become immediately aware of its issuance and that many audit

organizations have raised implementation questions. Accordingly, the following
guidance is provided to audit organizations to use in transitioning to the new
independence standard.
Non-audit services that were completed before Jan. 25, 2002, are exempt, or
grandfathered, from the new independence standard’s provisions. Also exempt are
non-audit services that were performed under a binding contract entered into, or that
was initiated by a government audit organization, by June 30, 2002, provided the
work is completed before June 30, 2003. Also, with the next update of Government
Auditing Standards the GAO plans several modifications to the independence
standard.
An electronic version of the Q&A can be accessed at:
www.gao.gov/govaud/ybk01.htm

